Case Notes and Questions


John Connelly ran Crown Cork & Seal for over 30 years, following essentially the same strategy for the entire period. The total return to shareholders over the 32-year period was just under 20 percent compounded. As the case opens Connelly has stepped down as CEO, William Avery is the new CEO, and CC&S is at a critical decision point. Is it finally the time for a change? 


Answering this question turns on identifying and understanding the potential consequences of the key strategic issues facing, and the key strategy options open to Avery in the summer of 1989. In other words, who is (are) the competition (competitors)? Candidates range from the very broad “packaging industry” to Crown’s much narrower served markets, beverage and aerosol cans. 


Selecting and implementing Crown’s optimal future strategy from the available options, depends upon identifying and understanding the competitive forces in the industry in which Crown competes. A comprehensive econometric study of the case would attempt an answer by estimating and evaluating cross-elasticities of demand. As is so often the case, however, the requisite data are unavailable. An econometric industry analysis is therefore impossible. 


Questions


What are they key strategic issues that Avery needs to consider? What strategic options are open to him?


For purposes of analyzing Crown’s competitor, what is the appropriate industry, the “packaging industry”, Crown’s served markets — the beverage and aerosol segments, or something else?


Question 2 leads to another question, “In terms of a five forces structural analysis, how attractive has Crown’s industry been over the years?”


Buyers — Are these the sorts of buyers you would choose? Why/why not?


Substitutes — What substitutes must Crown confront? Do they make the industry more or less attractive?


Suppliers — Who are they and who has leverage in the relationship?


Barriers — What are the barriers to entry? Could Alcan, for example, forward integrate into the industry?


Rivalry — What is the nature of rivalry in the industry? Are there profitable segments? Is a differentiation strategy viable?


Bottom line — Is this an attractive industry?


What were the keys to Crown Cork’s superior performance under John Connelly? Was it the company’s strategy? its culture? Connelly’s leadership?  Perhaps the following elements are worth your consideration:


Product line — the focus on beverage and aerosol cans


Marketing that emphasized customer satisfaction


Manufacturing from 26 plants built around the US, but never built for a single customer


Research and development emphasizing continuous cost reduction and solving customer problems over basic research


Organization — plant managers as owner-operators, plus tight financial control at the corporate level


International — early commitment to international strategy and obtaining “pioneering rights”


Conservative finance strategy — elimination through repurchase of preferred stock and any dividends on common stock; and continuous reduction of long-term debt


Overall strategy of being focused and customer-responsive


How should Avery respond? — Note: a vote will be taken on each of the following options at the end of Day 1. However, all discussion of possible action must await Day 2’s debate.


Perpetuate the Connelly strategy


Buy all or part of Continental Can


Diversify into plastic packaging


Pursue other, completely unrelated diversification


Sell the business
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